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January 30, 1990

M. Tinmothy J. Method

Assi st ant Conmi ssi oner

Ofice of Air Managenent

I ndi ana Departnent of Environnental Managenent
105 South Meridian Street

Post O fice Box 6015

I ndi anapol i s, Indiana 46206-6015

Dear M. Met hod:

The purpose of this letter is to conment on the permt proposed by the
I ndi ana Departnent of Environnental Managenent (IDEM for Northern Indiana
Publ i c Service Conpany's (NIPSCO Bailly generating station. The permit
provides for the construction of an air pollution control device and
directly related i nprovenents under the Cl ean Coal Technol ogy (CCT)
program The Environnental Protection Agency (EPA) agrees with the
determination by IDEMthat the State and EPA rules for prevention of
significant deterioration (PSD) and new source performance standards (NSPS)
are not intended to apply to the CCT project at Bailly. In other words the
project should not be considered a "major nodification" under new source
review (NSR) or a "nodification" as set forth under NSPS provided certain
requirenents are nmet. In a separate but related i ssue, EPA al so agrees
with the determination by IDEMthat the addition of a diesel generator as a
backup power supply to the scrubber to be installed at Bailly is not a
maj or nodification if the limts on operating the generator agreed to by
NI PSCO are federal ly enforceabl e.

I ntroducti on

For NSPS purposes, a nodification is defined as any physical change in,
or change in the nethod of operation of, a stationary source which increases
(in ternms of hourly em ssions capacity) the anount of any air pollutant
regul ated under the Clean Air Act (Act) which is emtted by such source, or
which results in the enmission of any air pollutant not previously enmtted.
For NSR purposes, a mpjor nodification is a nodification which results in a
significant net emi ssions increase (in terns of actual annual em ssions).

The EPA has becone aware that these definitions can be interpreted in
such a manner as to subject to NSR or NSPS, or both, certain
environmental ly desirable activities at existing stationary sources which
nei ther Congress nor EPA intended to be covered by the Act's new source
requi renents. Mreover, NSR or NSPS coverage woul d, in sone instances,
have the effect of discouraging such activities. The EPA believes that
such activities, including CCT denonstration projects, are not physica
changes or changes in the nmethod of operation, so long as they neet certain
criteria discussed herein and EPA issues an applicability exclusion.

Hence, such activities are not "nodifications" for NSPS purposes, or "nmjor
nodi fications" for NSR purposes.
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Over the past several nonths, EPA has held nunerous internal neetings
to discuss the Clean Air Act regulatory issues raised by the CCT program
As a result of these discussions, EPA has decided to i ssue an
interpretative ruling as soon as possible to provide guidance on the
definition of a physical or operational change as it applies to new source
requirenents. In a letter dated January 5, 1990, EPA advi sed NI PSCO of
this intention.



Essentially, this ruling would clarify that if a source solely adds or
enhances systens or devices whose primary functions are the reduction of
air pollution, and that are determ ned to be not |ess environnentally
beneficial (as determined by the Administrator) than any em ssion contro
system or device it replaces, if any, such activities would not constitute
a physical or operational change triggering new source requirenents.
Consequently, NSPS and PSD and nonattai nment new source revi ew woul d not
apply to these types of activities. This interpretative ruling would
i ncl ude pernmanent as well as tenporary projects under the CCT program
However, it would not extend to projects that primarily are intended to
extend the life of a plant or increase capacity. In addition, any changes,
permanent or tenporary, which are expected to significantly increase
em ssions to the atnosphere, such as changes which increase a source's
hourly operating capacity (e.g., elimnating a bottleneck), hourly
em ssions rate (e.g., one pollutant decreases but another increases), or
utilization rate (e.g., an anticipated increase in hours per year of
operation resulting fromthe installation of controls) would still be
subj ect to NSR and NSPS

Based on our review of the draft permt, we believe that the Bailly
project is consistent with the provisions EPA is developing for its
interpretative ruling. On this basis, we have reached the concl usion that
this project in particular is not subject to NSPS or nmjor NSR
requi renents, so long as it continues to neet the criteria discussed
her ei n.

The bal ance of our comments outlines the grounds for EPA s concl usion
and contains a discussion of the anticipated ternms of EPA s upcom ng

interpretative rule. The EPA is still deliberating the specific terns and
provisions of its interpretative ruling. Wile today's conments refl ect
EPA' s current expectations of what will be contained in that document, the

actual terns of the ruling may differ fromthose discussed herein.
Backgr ound
A The NSR and NSPS Provi sions of the Cean Air Act

The NSR and NSPS provisions of the Act apply to wholly new facilities,
and to modifications at existing facilities, when certain conditions are
net. The rul es governing the applicability of NSR and NSPS to nodifications
at existing facilities are described in detail in the EPA regul ations (see
40 CFR 51.165 and Appendi x S, 52.21, 60.14 and 60.15). In general, the
nodi fications that would trigger these new source requirenments are those
i nvol vi ng physical or operational changes which increase enissions over
baseline levels. (In addition, for NSPS purposes under EPA regul ations, a
reconstruction occurs and a source is considered "new' if the physical or
operational change costs nore than 50 percent of the replacenment cost of
the affected
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facility, regardless of whether an emi ssions increase occurs). The term
"physi cal or operational change" is construed broadly and may include the
installation, use, or dismantling of pollution control equipnent.

1. Background of the NSPS and NSR Modification Provisions.

The 1970 Amendnents to the Act required EPA to pronul gate
t echnol ogy- based new source performance standards applicable to the
construction or nodification of stationary sources that cause or contribute
significantly to air pollution which may reasonably be anticipated to
endanger public health or welfare. 42 U S.C. 7411(b)(1)(A). Congress
decreed that, in addition to wholly new sources, NSPS would apply to the
nodi fication of an existing source, defined broadly as: any physical change
in, or change in the nethod of operation of, a stationary source which
i ncreases the ampunt of any air pollutant emtted by such source or which
results in the em ssion of any air pollutant not previously emtted. Cean
Air Act section 111(a)(4), 42 U.S.C. 7411(a)(4).

The NSPS provisions were "designed to prevent new [air] pollution



probl ens" by regulating both newly constructed sources of pollution and

exi sting sources that increase their emi ssions. National Asphalt Pavenent
Assoc. v. Train, 539 F.2d 775, 783 (D.C. Cir. 1976) [see also H R Rep. No
1146, 91st Cong., 2d Sess. 3, reprinted in 1970 U S. Code Cong. & Adm n.
News 5356, 5358]. The effect of including nodified sources as well as

new y- constructed sources under the provisions of section 111 was to
establish a current |level of emnm ssions above which an existing source may
not pollute w thout becom ng subject to the NSPS. In August 1977, Congress
adopted further extensive changes to the Act (Pub. L. 95-95). These

i ncl uded revi ewand-permtting prograns for new and nodified sources

conbi ning the technol ogy-based approach of NSPS w th specific neasures to
insure that ambient air quality goals under the Act are met. Congress
intended NSR to apply "where industrial changes might increase pollution in
an area." Al abama Power Co. v. Costle, 636 F.2d 323, 400 (D.C. Cir. 1979).
Part D applies to areas which have not net national anbient air quality
standards ("NAAQS") under section 109. To receive a pernmit in such areas,
maj or new and nodified sources nust (anpng other things) obtain em ssions
of fsets that assure reasonable progress toward attai nment of the NAAQS and
nmust conply with the "l owest achi evable em ssion rate,"” which can be no

| ess stringent than an applicable NSPS (see sections 171-173). The 1977
amendnents al so added a new Part C to the Act including, in sections 160 -
169, an NSR program for the prevention of significant deterioration of air
quality (the "PSD' program in areas which have attained the NAAQS. To
receive a PSD permit, a prospective major new or nodified source nust

(anong other things) showthat it will not exceed the available air quality
"increnment" (designed to prevent pollutant concentrations from
deteriorating beyond certain levels), and will use the "best avail able

control technol ogy"”, which nmust be at |east as stringent as any applicable
NSPS. Both the Part D NSR program applicable to nonattai nnent areas and
the Part C NSR program applicable to attai nment areas adopted the NSPS
definition of "nodification," but not all the exclusions to that definition
[see sections 171(4) and 169(2)(Q].
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It is evident fromthe structure of the NSR and NSPS prograns that Congress
sought to focus air pollution control efforts at an efficient and | ogica
point: the meking of substantial capital investnments in, or other

| ong-term deci si ons regardi ng, pollution-generating facilities. 1In
adopting NSR neasures in particular, Congress sought to reconcile the

| egi slative goal of environnmental protection with a concurrent desire for
continued economc growh [see sections 160(1)-(4)]. Consequently, a key
theme of the NSR programis the careful evaluation of, and public
participation in, "any decision to permt increased air pollution" [see
section 160(5)]. As discussed below, the current regul ations inplenenting
NSPS and NSR were designed to apply these prograns in a manner consi stent
with their respective statutory purposes. Today's conments represent our
interpretation of these existing regulations under the facts presented by
the Bailly project. The EPA expects that its upcom ng interpretative
ruling will further focus EPA's position on the basic |egislative intent of
t hese inportant prograns.

2. The Two-Step Test for Modifications

The nodification provisions of the NSPS and NSR prograns grow froma
single statutory trunk, the very broad definition of "nodification" in
section 111(a)(4). Under both respective prograns, EPA devel oped a
two-step test for determ ning whether activities at an existing facility
constitute a nodification subject to new source requirenents. In the first
step, which is largely the same for NSPS and NSR, EPA determnmi nes whether a
physi cal or operational change has occurred. |f so, EPA proceeds in the
second step to determ ne whether the physical or operational change wll
result in an emissions increase over baseline levels. 1In this second step
the applicable rules branch apart, reflecting the fundanental distinctions
bet ween the technol ogy-based purposes of NSPS and the technol ogy and air
quality concerns of NSR Briefly, the NSPS programis concerned with
hourly em ssions rates, expressed in kilograns or pounds per hour. [An
hourly em ssions rate is the product of the instantaneous emn ssions rate,
i.e., the anbunt of pollution emtted by a source, after control, per unit
of fuel conbusted or material processed, (such as pounds of sulfur dioxide
emtted per ton of coal burned) times the production rate (such as tons of



coal burned per hour)]. Enmissions increases for NSPS purposes are
determ ned by changes in the hourly enissions rates at nmaxi num capacity.
The NSR is concerned with total annual enissions to the atnosphere,
expressed in tons per year. (Annual em ssions are the product of the
hourly em ssions rate, which is the sole concern of NSPS, tines the
utilization rate, expressed as hours of operation per year). Em ssions
i ncreases under NSR are determ ned by changes in annual em ssions to the
at nosphere.

3. Physical or Operational Change

The very broad definition of physical or operational change in section
111(a)(4) could, standing al one, enconpass the nobst nundane activities at
an industrial facility -- even the repair or replacenent of a single |eaky
pipe or a change in the way that pipe is utilized. The definition
certainly is broad enough to enconpass the addition or enhancenent of
pol lution control equiprment. However, EPA has al ways recognized that
Congress obviously did not intend to require every activity to be
potentially subject to new source requirenents, and that it would be
adm nistratively inpracticable to do so. Accordingly, EPA has substantially
narrowed this termin its NSPS and NSR
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regul atory definitions through the adoption of commobn-sense excl usions.
For exanple, both sets of regulations contain sinlar exclusions for
routi ne mai ntenance, repair, and replacenent; for certain increases in the
hours of operation or in the production rate; and for certain types of fue
switches [see 40 CFR 60. 14(e); see also, e.g., 40 CFR 52.21 (b)(2)(iii)].
In addition, with respect to pollution control equipment, the NSPS
regul ati ons contain an exclusion for:

The addition or use of any system or device whose prinary
function is the reduction of air pollutants, except when an
em ssion control systemis renpoved or is replaced by a system
whi ch the Administrator determines to be less environnmentally
beneficial [40 CFR 60.14(e)(5)].

The EPA has held that this exclusion does not apply to a source which,
upon original construction, enployed wet scrubbers, but later (upon
rel axation of a State plan under section 111(d)) desired to renove the
control equipnent, which would have resulted in nuch higher |evels of
pollution than the plant had ever enmtted [National Southw re Al um num Co
v. EPA, 838 F.2d 835 (6th Cir.), cert. denied, 109 S.Ct. 390(1988), herein
after National Southwire]. In the past, EPA has taken various views as to
whet her the exclusion in section 60.14(e)(5) should apply for NSR purposes.
As noted earlier, the NSR statutory definitions of nodification sinply
adopt the NSPS definition in section 111(a)(4). |In addition, the
| egislative history reflects that, as a general matter, Congress intended
to conformthe neaning of "nodification" for PSD purposes to usage under
NSPS [see 123 Cong. Rec. H11957 (Nov. 1, 1977)]. For this reason, EPA
initially ruled that the NSPS exclusion for addition of control devices
applied automatically to PSD. (Menorandum from Edward E. Rei ch, OAQPS, and
WIlliamF. Pedersen, OGC, to EPA Region VI, April 21, 1983). The EPA
reversed course in a 1986 applicability determ nation issued for both PSD
and nonattai nnent NSR purposes, noting that the NSPS exclusion was highly
qualitative, and failed to give due account to either the air quality
managenment conponent or the largely quantitative orientation of the NSR
applicability regulations. (Menorandum from Gerald A Emi son, Director,
OAQPS, to Regional Air Division Directors, July 7, 1986).

Comments on NSPS Applicability

An NSPS nodification is any "physical or operational change to an
existing facility which results in an increase in the em ssion rate to the
at nosphere of any pollutant to which a standard applies" (40 CFR 60. 2).
Under NSPS, emi ssions increases, for applicability purposes, are cal cul ated
by conparing the hourly enission rate i nmediately before and after the
physi cal or operational change. All operating parameters which may affect
em ssions nust be the sane to the maxi num feasi bl e degree for the before



and after testing, and tests nust be conducted under representative
conditions. Absent the exclusions fromnodifications specified at 40 CFR
60. 14(e), any increase in em ssions to the atnosphere over the previous

em ssions rate will subject the nodification to NSPS [see section 60. 14(a)
and (b)]. In addition, nodifications which would cost 50 percent or nore
of the cost of a conparable new facility are classified as reconstruction
(see 40 CFR 60.15) and are subject to NSPS as a new source even if there is
no em ssions increase
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Thus, unless the reconstruction provisions cone into play, it is
clear that under the existing regulations NSPS would not apply to the
installation or inprovement of emission control equipnment which reduces
hourly em ssions rates. |If the reconstruction provisions do apply, then
such changes woul d trigger NSPS

Based on NIPSCO s pernit application and representations nade by
NI PSCO s Septenber 14, 1989 and Decenber 4, 1989 information submittals to
EPA, NSPS would not apply to the Bailly Station if the new scrubber is not
removed (i.e., if it is a permanent denobnstration) because hourly em ssion
rates will not increase as a result of the addition of these CCT controls.
As a pernmanent CCT denonstration project, it would satisfy the requirenents
of the exenption contained in 40 CFR 60. 14(e)(5) for the addition or use of
any control system or device whose primary function is the reduction of air
pollution. (The definition of "nodification" for NSPS is found at 40 CFR
60.14). In addition, the Bailly project would not qualify as a
reconstructi on under 40 CFR 60. 15

However, the NSPS provisions could also apply to mgjor facilities
with tenporary CCT denonstration projects at the end of the denonstration
when the control equipnent is renmoved and em ssions rise back to the |eve
that exi sted before the denonstration. Thus, while the placement of CCT
controls at Bailly will reduce the hourly sulfur dioxide (SO2) em ssions
rate, if NIPSCO | ater dismantles the CCT controls, this would result in an
increase in hourly SO2 em ssions up to pre-denpnstration |levels and the
source coul d be considered subject to NSPS

Today's comments reflect EPA's position that the Bailly plant woul d
not be subject to NSPS at the conclusion of the project, if N PSCO decides
to make it only tenporary, as the result of an increase in em ssions rates
back up to the levels which existed before the changes were nmade to
accommpdat e the tenporary denonstration project. The EPA expects that its
forthcoming interpretative rule will take this position with respect to al
tenporary CCT and sinmilar denmonstration projects which reduce eni ssion
rates. Unlike the situation presented in National Southwire, it is clear
that the addition of pollution control in a tenporary CCT denobnstration was
never intended to result in permanent emi ssions reductions. In addition,
renoval of tenporary controls will not result in a |level of em ssions
hi gher than that experienced in the past. (Reconstruction provisions,
however, could subject both tenporary and permanent CCT denonstration
projects, and certain other em ssion control systeminstallations or
i nprovenents, to NSPS. Still, as indicated by the Bailly project, the
reconstruction provisions of the Act should rarely, if ever, apply to the
type of activity which would be considered for exclusion fromthe
definition of a physical change or a change in the method of operation.
Thus, the triggering of the reconstruction provisions is an indication that
the proposed activities are nore extensive than just the addition, or
repl acenent, of an emnmission control systemor device, and so are not
appropriate for exclusion.)

Comments on NSR Applicability

Mbdi fied sources are subject to NSRif the nodificationis "mgjor."
Maj or nodi fications nust consist of a physical change or change in the
net hod of operation of a major stationary source [40 CFR 52.21(b)(1)] which
results in a net em ssions increase of any pollutant subject to regulation



under the Act that is significant. Significance |levels are expressed in
tons per year and differ for each pollutant [40 CFR 52.21(b)(23)]. Net
em ssions increases are deternmned [40 CFR 52.21(b)(3)] by sunming al

cont enpor aneous creditabl e actual emissions increases and decreases. The
definition of "actual em ssions" is such that generally the conparison is
bet ween actual em ssions before the physical or operational change in
question and the potential to emit of the facility afterwards [40 CFR
52.21(b)(21)]. |If the source has not been operating near full capacity,
even the addition of a control device could be considered a significant net
em ssi ons increase when conparing historic actual em ssions with a new
potential to emt, even though there may be a substantial reduction from
hi storic actual em ssions.

Specifically, actual em ssions before the change at a facility are
general ly determ ned by averaging the em ssions for the 2 years prior to
submittal of the pernmit application (or sone other period if the last 2
years are not representative of normal unit operation) [see, e.g., section

52.21(b)(2)(ii)]. Since the em ssions rate after a physical or operationa
change cannot be predicted in advance, EPA regul ations assune that a
source's actual em ssions will equal its maxi num "potential to emit", which
is based on constant full |oad operation for an entire year (unless

restricted by federally enforceable limtations) [see, e.g., sections
52.21(b)(21)(iv); 52.21(b)(4)]. Thus, a physical or operational change
will trigger NSRif the annual potential to emt of the source is
significantly greater after the change than its representative actua
annual em ssions before the change, unless the conpany agrees to federally
enforceabl e operational restrictions which limt its potential to emt to
| evel s not significantly greater than its actual em ssions before the
change. This actual -to-potential methodol ogy applies to physical or
operational changes at new or "nodified" (i.e., altered or changed)

em ssions units [see 45 FR 52676, 52677, 52718 (1980)].

As expl ai ned bel ow, EPA believes that this methodol ogy generally
serves the purposes of NSR because it subjects to review projects that
m ght lead to an increase in actual pollution. However, the NSR provisions
in the existing regulations could be interpreted to apply to mgjor
facilities sinply installing or inproving control equipnent, including CCT
denonstration projects, under circunstances where a permanent increase in
pollution is highly unlikely.

Under EPA's prospective interpretative ruling, existing sources which
woul d ot herwi se becone subject to NSR only because they decide to instal
or inprove em ssion controls, or participate in the CCT programor simlar
denonstration projects approved by EPA, would instead be excluded from NSR
coverage, so long as certain criteria intended to ensure that pernmanent
increases in actual enissions do not occur are net.

Wth respect to the Bailly project in particular, it appears that the
pl ant has been operated at rather high |evel of approximtely 60 percent of
capacity, reflecting baseload utilization of the plant. There is no
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i ndication that NIPSCO intends to increase this level of usage at any tine
followi ng installation of the CCT controls. In addition, it appears that
the Bailly project will neet the criteria EPA expects to set forth inits

interpretative ruling for both tenporary and pernmanent projects.

The EPA now believes it is appropriate to devise and apply such
criteria both for the Bailly project and for the upcom ng interpretative
ruling. The EPA has recommended the position taken in it's 1986
menor andum di scussed earlier, regarding use of the NSPS exclusion in 40
CFR 60. 14(e)(5). Wiile EPA continues to believe that this exclusion does
not apply automatically for NSR purposes, the criteria discussed herein
provi de due consideration of air quality managenent concerns and the need
for quantitative anal yses.

Condi tions for Permanent Controls or Devices to be Considered Not Less
Envi ronnental | y Benefi ci al



As noted above EPA is preparing an interpretative ruling which wll
clarify that if a source solely adds or enhances systens or devi ces whose
primary functions are the reduction of air pollution, and which are
determined to be not less environmentally beneficial, such activities would
not constitute a physical or operational change triggering new source
requirenents. At this tine, EPA anticipates that its ruling will provide
that such pollution controls will be considered not |ess environnentally
beneficial, with respect to permanent controls, if they neet at |least the
followi ng criteria:

(1) The source will continue to neet all current requirenments and
standards applicable to existing sources under the Act. This
i ncl udes neeting applicable NAAQS, PSD increnents, permt conditions,
and State inplenmentation plan (SIP) limtations.

(2) There is no environnental harmresulting fromthe proposed
activities. This includes conditions that the proposed activities
woul d not cause the source to:

(a) i ncrease the maxi mum hourly actual em ssions rate of any
pol l utant regul ated under the Act;

(b) i ncrease the annual emnissions of any pollutant regul ated under
the Act as a result of an increase in capacity utilization
rate;

(c) adversely inpact an air quality related value (e.g.,
visibility) in any Cass | area; or

(d) allow an increase in em ssions of toxic pollutants not
regul ated by the Act which would cause an adverse health or
wel fare inpact.

Based on the information provided by NIPSCO, it appears at this tine

that the Bailly project, if it is nade permanent, will neet the above
criteria. Accordingly, as to the Bailly project in particular, EPA
bel i eves that major NSR requirenents clearly will not apply if the project

is made permanent, so long as these criteria are in fact met.

Tenporary CCT Changes

In its upcoming interpretative ruling, EPA expects to followcriteria
for "tenporary" CCT projects which are sonewhat different fromthose for

permanent projects. The EPA likely will consider a project to be tenporary
if it lasts less than 5 years fromthe date the project commences
construction. However, the ruling probably will provide that the

Admi ni strator woul d consider an additional period of tine, up to 5
additional years, in certain cases. At the end of a tenporary project, the
facility would be returned to pre-denpnstration conditions and hourly

em ssion rates (or lower). It is not clear if the proposed Bailly station
pernmit is for a permanent or tenporary CCT project. It is our
under st andi ng that N PSCO considers the first 3 years of the CCT
denonstration project to be "tenporary" and will view the changes as

"permanent" for the following 17 years if they are continued after the 3
year period.

The EPA expects that its interpretative ruling will provide that for
tenporary denonstration projects, the conditions relating to actua
em ssions increases and hours of operation criteria under 2a,b and d above
woul d not apply to minor, tenporary variations from nom nal operating
condi tions. Tenporary increases nmay occur due to testing procedures or some
failure in unique but unproven equi pment, but should not willfully
contribute to adverse health or welfare inpacts. The EPA believes that the
benefits inherent in CCT and other simlar technol ogy denonstration
projects counterbal ance the limted, tenporary inpacts that may occur
during these tenporary projects. Under the ruling, tenporary denonstration
project applications likely would have to neet all of the other criteria
applicable to the permanent projects discussed above. This interpretation
woul d provide the flexibility to encourage tenporary denonstration projects



which are considered to be environmental ly beneficial overall, despite
unpredi ctabl e, tenporary increases in em ssions of sone pollutants or in
the hours of operation that may occur during the course of a denonstration.

The EPA expects the ruling to state that tenporary changes woul d
beconme pernmanent at any tinme during or at the end of a denobnstration period
if the owner/operator seeks a revised applicability determ nation
addressing all critera applicable to permanent air pollution control system
i nprovenents. In subnmitting these comments, EPA is applying the above
criteriainits reviewof the Bailly project. |If NIPSCO ultimately decides
that the Bailly CCT project is to becone a permanent CCT denonstration, the
project should neet all the criteria discussed earlier for permanent
projects at the time the project is to be converted to permanent status
(i.e., after 3 years).

Procedures for Environnentally Beneficial Exclusions from
Applicability

The EPA expects that under its forthcoming interpretative rule, an
owner or operator proposing to nmake an environnental ly beneficial change in
an air pollution control systemw |l be called upon to request an
applicability determ nation fromthe appropriate NSR/ NSPS permt authority.
The request should include a general description of the facility and the
proposed activity, information on the current and projected use of the
facility, and
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sufficient information to justify a nonapplicability determ nation. For
any air pollution control systeminprovenment, the request should include a
rationale for why the em ssion control system or device should be

consi dered equal to or nore efficient than existing control technol ogy at
the source.

The EPA also anticipates that its interpretative ruling will state
that in providing information to the reviewi ng authority, an owner or
operator should submt sufficient nodeling to denonstrate that any new or
i ncreased emi ssions of unregulated toxic pollutants resulting fromthe

change in control equipnment will not cause or contribute to adverse health
or wel fare inpacts. The owner or operator should al so denonstrate that the
source will not operate at greater hourly em ssions rates, or for nore

hours, than it has been during the nost recent 2 years (or sone other
period, if the last 2 years are not representative of normal operation).
In assessing whether actual em ssion increases of any pollutant are likely
to occur, the review ng agency shoul d consider the econonmic incentives to
i ncrease production rates or hours of operation associated with the change
Any change which coul d reasonably result in increased emi ssions due to
possible increased utilization of the facility as a result of the changes
shoul d not be considered environmentally beneficial. The authority

revi ewi ng the proposed change should explicitly determ ne, based on
consideration of these and other relevant criteria, that the net effect
wi Il not be one of environnmental harm

Operating Limts on New Di esel Generator

The EPA considers the addition of a backup diesel generator at Bailly
not to be an integral part of the CCT denpbnstration, in that the generator
could serve multiple functions once installed. |In general, EPA views
changes to be subject to NSR and NSPS if such changes are not strictly
related to the addition of the inproved air pollution control system and
t he changes have any possible additional application. However, EPA agrees
with IDEM that the addition of a new diesel generator does not constitute a
"major nmodification" if the State's limts on the generator's hours of
operation, preventing concomtant increases in enissions from exceeding
significance levels, are

federal |l y enforceabl e.

In closing, EPA agrees with the State that NSPS and NSR do not apply



if the conditions outlined in this letter are net. |f you have any further
questions, please contact M. Ron Van Mersbergen at (312)886-6056 or M.
Dom Abel |l a at (312)886-6543.

Si ncerely yours,

Davi d Kee, Director
Air and Radi ation Division (5AR-26)

cc: G Em son, QAQPS (MD 10)
R Van Mersbergen, RO V (5AR26)
D. Abella, ROV



